Chapter V
ADJUSTMENT OF INEQUALITIES

rr is not to be expected that an allocation of resources
based on theoretical grounds would by itself yield satis-
factory results in giving the Federal and Pro\incial Govern-
ments adequate revenues to meet their expenditure, or
place the Provinces financially on a footing of equality
inter se. After the allocation is agreed upon, the next step
is to frame budgets of anticipated revenue and expendi-
ture of each Government for the next five years or so and
to see what adjustments are required to give each a good
start, both absolutely as well as relatively to the rest. Such
adjustments are a common feature of all federations.
The methods by which adjustments are usually made are
the following:

(a)  Grants-in-aid to constituent units for specific pur-
poses.

(b)  Division of the actual proceeds of taxation.

(c)   Contributions from the Central Government to the
Provincial Governments or vice versa, for general
purposes, as distinguished from grants-in-aid for
specific purposes referred to in {a) above.

(a) Grants-in-aid.

Under the existing Constitution, it is not permissible to
devote Central resources to the Provinces or provincial
resources to the Centre. This is the logical outcome of the
principle of complete separation of revenues, on which the
authors of the Montagu-Chehnsford Report rightly laid
so much stress.

It is true that no government should be normally de-
pendent on another government for funds to carry on its